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Federal Acquisition Regulation 28.001

28.106–7 Withholding contract payments.
28.106–8 Payment to subcontractors or sup-

pliers.

Subpart 28.2—Sureties and Other Security
for Bonds

28.200 Scope of subpart.
28.201 Requirements for security.
28.202 Acceptability of corporate sureties.
28.203 Acceptability of individual sureties.
28.203–1 Security interests by an individual

surety.
28.203–2 Acceptability of assets.
28.203–3 Acceptance of real property.
28.203–4 Substitution of assets.
28.203–5 Release of lien.
28.203–6 Contract clause.
28.203–7 Exclusion of individual sureties.
28.204 Alternatives in lieu of corporate or

individual sureties.
28.204–1 United States bonds or notes.
28.204–2 Certified or cashiers checks, bank

drafts, money orders, or currency.
28.204–3 Irrevocable letter of credit (ILC).
28.204–4 Contract clause.

Subpart 28.3—Insurance

28.301 Policy.
28.302 Notice of cancellation or change.
28.303 Insurance against loss of or damage

to Government property.
28.304 Risk-pooling arrangements.
28.305 Overseas workers’ compensation and

war-hazard insurance.
28.306 Insurance under fixed-price contracts.
28.307 Insurance under cost-reimbursement

contracts.
28.307–1 Group insurance plans.
28.307–2 Liability.
28.308 Self-insurance.
28.309 Contract clauses for workers’ com-

pensation insurance.
28.310 Contract clause for work on a Gov-

ernment installation.
28.311 Solicitation provision and contract

clause on liability insurance under cost-
reimbursement contracts.

28.311–1 Contract clause.
28.311–2 Agency solicitation provisions and

contract clauses.
28.312 Contract clause for insurance of

leased motor vehicles.
28.313 Contract clauses for insurance of

transportation or transportation-related
services.

AUTHORITY: 40 U.S.C. 486(c); 10 U.S.C. Chap-
ter 137; and 42 U.S.C. 2473(c).

SOURCE: 48 FR 42286, Sept. 19, 1983, unless
otherwise noted.

28.000 Scope of part.
This part prescribes requirements for

obtaining financial protection against
losses under sealed bid and negotiated

contracts. It covers bid guarantees,
bonds, alternative payment protec-
tions, security for bonds, and insur-
ance. The terms ‘‘bid’’ and ‘‘bidders’’
include ‘‘proposal’’ and ‘‘offerors.’’

[62 FR 44806, Aug. 22, 1997]

EFFECTIVE DATE NOTE: At 62 FR 44806, Aug.
22, 1997, section 28.000 was revised, effective
Oct. 21, 1997. For the convenience of the user,
the superseded text is set forth as follows:

28.000 Scope of part.
This part prescribes requirements for ob-

taining financial protection against damages
under sealed bid and negotiated contracts. It
covers bid guarantees, bonds, sureties, and
insurance. The terms bid and bidders include
proposal and offerors.

[48 FR 42286, Sept. 19, 1983, as amended at 50
FR 1743, Jan. 11, 1985; 50 FR 52429, Dec. 23,
1985]

28.001 Definitions.
Attorney-in-fact, as used in this part,

means an agent, independent agent,
underwriter, or any other company or
individual holding a power of attorney
granted by a surety (see also power of
attorney).

Bid guarantee means a form of secu-
rity assuring that the bidder (a) will
not withdraw a bid within the period
specified for acceptance and (b) will
execute a written contract and furnish
required bonds, including any nec-
essary coinsurance or reinsurance
agreements, within the time specified
in the bid, unless a longer time is al-
lowed, after receipt of the specified
forms.

Bond means a written instrument ex-
ecuted by a bidder or contractor (the
‘‘principal’’), and a second party (‘‘the
surety’’ or ‘‘sureties’’) (except as pro-
vided in 28.204), to assure fulfillment of
the principal’s obligations to a third
party (the ‘‘obligee’’ or ‘‘Govern-
ment’’), identified in the bond. If the
principal’s obligations are not met, the
bond assures payment, to the extent
stipulated, of any loss sustained by the
obligee. The types of bonds and related
documents are as follows:

(a) An advance payment bond secures
fulfillment of the contractor’s obliga-
tions under an advance payment provi-
sion.

(b) An annual bid bond is a single
bond furnished by a bidder, in lieu of
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separate bid bonds, which secures all
bids (on other than construction con-
tracts) requiring bonds submitted dur-
ing a specific Government fiscal year.

(c) An annual performance bond is a
single bond furnished by a contractor,
in lieu of separate performance bonds,
to secure fulfillment of the contrac-
tor’s obligations under contracts (other
than construction contracts) requiring
bonds entered into during a specific
Government fiscal year.

(d) A patent infringement bond se-
cures fulfillment of the contractor’s
obligations under a patent provision.

(e) A payment bond assures payments
as required by law to all persons sup-
plying labor or material in the prosecu-
tion of the work provided for in the
contract.

(f) A performance bond secures per-
formance and fulfillment of the con-
tractor’s obligations under the con-
tract.

Consent of surety means an acknowl-
edgment by a surety that its bond
given in connection with a contract
continues to apply to the contract as
modified.

Insurance, as used in this part, means
a contract which provides that for a
stipulated consideration, one party un-
dertakes to indemnify another against
loss, damage, or liability arising from
an unknown or contingent event.

Irrevocable letter of credit (ILC) means
a written commitment by a federally
insured financial institution to pay all
or part of a stated amount of money
until the expiration date of the letter,
upon presentation by the Government
(the beneficiary) of a written demand
therefor. Neither the financial institu-
tion nor the offeror/contractor can re-
voke or condition the letter of credit.

Penal sum or penal amount means the
amount of money specified in a bond
(or a percentage of the bid price in a
bid bond) as the maximum payment for
which the surety is obligated or the
amount of security required to be
pledged to the Government in lieu of a
corporate or individual surety for the
bond.

Power of attorney, as used in this
part, means the authority given one
person or corporation to act for and ob-
ligate another, as specified in the in-
strument creating the power; in cor-

porate suretyship, an instrument under
seal which appoints an attorney-in-fact
to act in behalf of a surety company in
signing bonds (see also attorney-in-fact).

Reinsurance means a transaction
which provides that a surety, for a con-
sideration, agrees to indemnify another
surety against loss which the latter
may sustain under a bond which it has
issued.

Surety means an individual or cor-
poration legally liable for the debt, de-
fault, or failure of a principal to satisfy
a contractual obligation. The types of
sureties referred to are as follows:

(a) An individual surety is one per-
son, as distinguished from a business
entity, who is liable for the entire
penal amount of the bond.

(b) A corporate surety is licensed
under various insurance laws and,
under its charter, has legal power to
act as surety for others.

(c) A cosurety is one of two or more
sureties that are jointly liable for the
penal sum of the bond. A limit of li-
ability for each surety may be stated.

[48 FR 42286, Sept. 19, 1983, as amended at 61
FR 31652, June 20, 1996; 62 FR 44806, Aug. 22,
1997]

EFFECTIVE DATE NOTE: At 62 FR 44806, Aug.
22, 1997, in section 28.001, the definitions for
Irrevocable letter of credit (ILC) and Penal sum
or penal amount were revised, effective Oct.
21, 1997. For the convenience of the user, the
superseded text is set forth as follows:

28.001 Definitions.

* * * * *

Irrevocable letter of credit (ILC) means a
written commitment by a federally insured
financial institution to pay all or part of a
stated amount of money on demand to the
Government (the beneficiary) until the expi-
ration date of the letter. The letter of credit
cannot be revoked or conditioned.

Penal sum or penal amount means the
amount of money specified in a bond (or a
percentage of the bid price in a bid bond) as
the maximum payment for which the surety
is obligated.

* * * * *
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